
by Elwyn T. Bonnell and Allen E. Turner '^-

Public and Private Debt in 1950 
X H E rise in total public and private debt during 1950 

was $38 billion—an amount far exceeding net additions to 
debt outstanding in any former peacetime or mobilization 
year. Unlike most other years in the past two decades, 
however, the expansion was almost wholly confined to the 
private debt category. Total net private debt amounted to 
$245 biUion on December 31, 1950, $36 bilhon (or 17 percent) 
above net outstandings at the end of 1949. There was little 
change in the Federal Government debt position during the 
year, bu t a continuing addition was made to the outstanding 
obligations of State and local governments. As a result of 
the large increase in private debt, the proportion of total net 
debt represented by jiiiblic obligations had declined to 49 
percent at the end of 1950. (This proportion may be com­
pared to the 65 percent reached during the war.) 

The magnitude of the rise in private indebtedness during 
1950 may be compared to changes in other measures of 
economic activitj^. The gross national product advanced 
from $257 biUion in 1949 to $283 bUUon in 1950. More 
significantly, a comparison between the fourth quarters of 
1949 and 1950 shows a rise of about one-fifth. Disposable 
personal income, plus retained corporate earnings in the 
fourth quarter of 1950 had expanded 20 percent above the 
fourth quarter of 1949 level of $194 billion (annual rates). 

In order to assess properly the significance of changes in 
the debt structure, complete balance sheet data would be 
necessary. However, the rapid growth in private indebted­
ness durmg 1950 may be viewed in connection with partial 
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indications of other balance sheet changes such as the year's 
growth of $8 billion in liquid assets (cash, checking and 
savings deposits, and U. S. Government securities). Also, 
individuals and business made gross acquisitions of almost 
$50 biUion in new homes, plant and equipment, and addi­
tional business inventories. 

The computed average interest rate on gross public and 
private debt remained stable from 1949 to 1950. A long-
run comparison worth noting is that despite a debt aggregate 
more than 2K times as great as in 1929, total interest pay­
ments are only one-fifth larger. Computed average interest 
rates on both public and private debt have been roughly 
halved since 1929. 

Corporate liabilities lead expansion 

Among the major components of private debt, the largest 
increase—both absolute and relative—occurred in corporate 
short-term liabilities. The rise in urban mortgage credit 
accelerated, whUe expansions of varying degree were recorded 
in other categories of private debt. An apparent exception 
in the case of farm production credit is explained by the 
lessened need for Commodity Credit Corporation price 
support loan activity during 1950 as a result of rising farm 
prices. 

Federal debt rise delayed 

The upturn in Federal Government net debt, initiated in 
1949, was held to a negligible amount during 1950 and even 
reversed in the first six months of this year because of larger-
than-expected revenues and the lag in actual defense ex­
penditures. At the end of December 1950 Federal net debt 
amounted to $219 billion; by the end of last June, a reduc­
tion of roughly $3 billion had been accomplished. In the 
absence of adequate new revenue legislation, however, 
steadily increasing defense expenditures wiU necessitate defi­
cit financing and additions to the public debt during the 
coming year. 

State and local government debt up 

The increase of over $2 billion in the net indebtedness of 
State and local governments was about evenly divided be­
tween the two government levels. The year's increase in 
State government debt can be traced to deficit operations 
reported by 40 States in 1950. This condition is primarily 
a reflection of increased commitments to local governments, 
large-scale highway and institutional construction, pay raises, 
higher material costs, and expanded public welfare assistance 
programs. 

riowever, pressure of increased costs fell more heavily on 
the local levels of government where limited taxing authority 
handicapped the search for new sources of revenue. Conse­
quently, local governments have pressed for increased State-
aid and enabling legislation which would expand their tax­
ing powers. As a result of State response to local problems, 
the debt increase for States in fiscal year 1950 amounted to 
35 percent, whUe only a 7 percent expansion was reported 
by local governments. Within the local government level. 
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Tables 1 and 2.—^Public and Private Debt (Net and Gross), End of Calendar Year, 1945-50 ' 

[Billions of dollars] 

End of year 
Public and 

private, 
total 

Public 

Total Federal state and 
local 

Private 

Total 

Corporate 

Total Long-term Short-term 

Individual and noncorporate 

Total 
Mortgage 

Farm Nonfarm" 

Nonmortgago 

Farm' Nonfarm < 

Tablo I.—Net Public and Private Debt 

1945 
1040 
1917 
1048 
1049 
1050 

407.3 
398.8 
419.5 
436. 3 
445.0 
484.0 

200.6 
243.3 
237.7 
232.7 
230.7 
239.1 

262.7 
220.7 
223.3 
210.6 
218.0 
218.7 

13.7 
13.0 
14.4 
10.2 
18.1 
20.4 

140.8 
155.6 
181.8 
202.0 
203.0 
244.9 

86.3 
93.5 

108.0 
117.3 
114.7 
136.0 

38.3 
41.3 
40.1 
52.5 
56.4 
68.2 

47.0 
52.2 
02 3 
05 3 
59.3 
70.8 

55.5 
02.0 
72.9 
84.8 
04.2 

109.9 

4.7 
4.8 
4 0 
6.1 
5.4 
6.8 

27.9 
33.0 
40 1 
40.0 
5i.O 
01.1 

2.6 
2.8 
3.5 
5.5 
0.4 
0.1 

20.5 
20.0 
24 4 
27.7 
30.6 
30.0 

Table 2.—Gross Public and Private Debt 

1945 
1940 
1947 
1948 
1949 
1950 

404.2 
460.4 
487.7 
600.2 
610.7 
658.7 

309.2 
288.1 
230.0 
270.7 
237.0 
290.0 

202.0 
272.1 
209 8 
258.0 
200.1 
200.4 

10.0 
16.9 
10 3 
13.7 
20.9 
23.0 

166.0 
171.3 
201.1 
223.6 
220.7 
203.7 

99.5 
109.3 
128.2 
138.7 
135.6 
1,'>8.8 

45.3 
48.4 
55.0 
02.8 
00.4 
09.0 

64.2 
00.9 
73.2 
76.0 
09.1 
88.9 

55.5 
02.0 
72.0 
84.8 
94.2 

109.9 

4.7 
4.3 
4.9 
6.1 
f).4 
.6.8 

27.0 
33.0 
40.1 
40.0 
61.0 
01.0 

2.6 
2.3 
3.5 
6.6 
0.4 
0.2 

20.6 
20.0 
24.4 
27.7 
30.5 
30.9 

1 Dota for State and local governments are for .Tune 30 of each year. Components will 
not necessarily add to totals because of rounding. 

' Data are for noncorporate borrowers only. (See table 0.) 
' Comprises non real-estate farm debt contracted for productlvo purposes and owed to 

Institutional lenders (includes 0. 0. O. loans.) 

the most marked rise occm-red in the debt of school districts, 
reflecting primarUy the construction of new facilities to pro­
vide for the increasing population in the school-age groups. 

Corporate debt increase accompanies 
business expansion 

At the end of 1950, total corporate net debt amounted to 
$135 billion, $20 billion more than a year earlier. Of this 
increase, about $3 billion, represented the net addition to 
long-term debt—a moderate expansion, considering the 
huge volume of new investment in plant and equipment 
during the year. 

The remainder of the year's increase in net corporate 
debt— $17 billion—^i-epresented expanded trade payables, 
short-term bank loans. Federal income tax liability, and 
miscellaneous liability and accrual accounts. Roughly one-
third of the expansion was due to larger Federal income tax 
liabUities, occasioned not only by rising proflts but also by 
higher tax rates and the excess profits tax imposed in the 
second half of the year. Another important factor was the 
growth in trade payables and inventory loans from banks 
accompanying the addition of $7}̂  billion to corporate 
inventory holdings. 

* Comprises debt incurred for commercial (nonfarm), flnancial and consumer purposes, 
including debt owed by farmers for flnancial and consumer purposes. 

Sources: U. S. Department of Agriculture, Bureau of Agrlculturol Economics; U. S. 
Department of Oommerco, Bureau of tho Consus and Ofllco of Business Economics. 

Despite the magnitude of corporate indebtedness at the 
end of 1950, aggregate indications point to a favorable finan­
cial condition. Corporate holdings of liquid assets are the 
highest on record, net working capital position is still improv­
ing, and the sustained volume of corporate profits after taxes 
has been sufficient to maintain a satisfactory dividend record 
and finance a substantial portion of investment and working 
capital requu-ements. Also, it is expected that any private 
financing difficulties in connection with the progressing 
defense program mil be alleviated by direct or indirect 
Government assistance. 

Nonfarm mortgage debt climbs steeply 

A $10 billion expansion, almost twice the 1949 increase, 
took place m the residential and commercial real estate 
mortgage field during 1950. The spectacular $21 billion 
outlay for new private construction in 1950 was the culmina­
tion of a buUding boom made possible by the availability of 
materials, high incomes, large holdings of liquid assets, and 
exceptionally easy credit terms. Measures by the Federal 
Government to restrain inflationary pressures and reduce the 
volume of nonessential construction have affected real estate 
credit in 1951. 

End ot year 

1945 
1940 
1947 
1948 
1049 
1B50 
1051 (Juno 30) 

Table 3 . — Cross and Net Federal Government Debt, End of Calendar Year, 1945-50 
[Millions of dollars] 

Gross debt 

Federal 
Govern­

ment and 
Federal 
agency, 

total 

202,699 
272,147 
209,753 
257, 904 
200,007 
200, 415 

(') 

Federal Qovornment 

Total 

278,114 
269,140 
250, 900 
252, 800 
257,130 
260, 708 
265,222 

Interest bearing 

Total 

275,093 
257,040 
254, 206 
250, 580 
255,019 
254,283 
252,852 

Public 
issues 

266.003 
233.004 
225,250 
218,800 
221,123 
220,570 
218,190 

Special 
Issues 

20,000 
24,585 
28,955 
31, 714 
33,800 
33,707 
34,053 

Non-
interest 
bearing' 

2,421 
1,500 
2,095 
2,220 
2,111 
2,425 
2,370 

Federal 
agency' 

14,435 
12,098 
12,363 
5,104 
8,037 
0,707 
(•) 

Duplicating debt 

Federal 
aovom­

ment and 
Federal 
agency, 

total 

39,357 
42,308 
40,435 
41,610 
47,483 
47,713 
(') 

Federal 
Govern­

ment 
securities 
held by 
Federal 
agencies 
ond trust 

funds 

27,041 
30,013 
34,352 
37,317 
39,340 
39,197 
40,068 

Federal agency securities' 

Total 

12,810 
11,436 
12,083 
4,193 
3,137 
3,510 
(') 

Hold by 
U .S . 

Treasury 

11,776 
10,093 
11,840 
3,963 
7,304 
8,470 
9,007 

nold in 
Federal 

trust 
funds 

(*) 
(<) 

Held by 
other 

Federal 
agoncles 

1,041 
792 
243 
240 
333 
40 

(>) 

Net debt 

Federal 
Govern­

ment and 
Federal 
agenoy, 

total 

262,742 
229,749 
223,313 
210,484 
218,584 
218, 702 « 

Federol 
Govern­

ment 

251,073 
228,230 
222,543 
215,483 
217,784 
217,511 
214, 204 

Federal 
agenoy 

1,009 
1 613 

770 
1,001 

800 
1,191 

(') 

1 Includes matured debt on whioli interest has ceased. 
' Bonds, debentures, and notes payable, including securities hold by tho U. S. Treasury. 
3 Bonds, debentures, and notes payable. 

' Less than $600,000. 
«Not available. 
Source: U. S. Treasury Department. 
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Table 4.—Gross and Net State and Local Government Debt, June 30, 1945-50 

[Millions of dollars] 

End of flscal year 

1946 
1940 
1047 
1948 
1949 
1060 

Gross debt 

Stato 
and 

local, 
total 1 

10,680 
16,922 
10,826 
18,702 
20,875 
23,047 

State 

2,425 
2,368 
2,978 
3,722 
4,024 
5,323 

Total 

14,104 
13,504 
13,847 
14,980 
10,861 
18,324 

Local 

County 

1,645 
1,417 
1,481 
1,408 
1,003 
1,000 

City and 
town­
ship 

8,539 
8,207 
8,275 
0,135 
9,800 

10,444 

School 
dis­
trict 

1,303 
1,283 
1,355 
1,660 
2,147 
2,710 

Special 
dis­
trict 

2,067 
2,507 
2,730 
2,877 
3,205 
3,504 

Duplicating debt > 

State 
and 

local, 
total 

2,804 
2,340 
2,428 
2,470 
2,720 
3,260 

State 

Totol 

1,040 
764 
804 
861 
970 

1,100 

Sinking 
funds 

175 
141 
144 
154 
151 
250 

Trust, 
etc., 

funds 

871 
013 
000 
097 
810 
940 

Local 

Total 

1,818 
1,695 
1,024 
1,025 
1,750 
2,070 

Sinking 
funds 

060 
800 
800 
347 
803 
985 

Trust, 
etc., 

funds 

858 
720 
704 
778 
888 

1,086 

Net debt 

State 
ond 

local, 
total 

13,726 
13,573 
14,397 
10,226 
18,140 
20,387 

State 

1,379 
1,004 
2,174 
2,871 
3,064 
4,133 

Local 

12,340 

12,223 
13,355 
16,095 

' Includes Stato loans to local units. 
' Comprises State and local government securities hold by State and local governments. 

Source: U. S. Dopartment of Commerce, Bureau of tho Consus and Ofllce of Business 
Economics. 

Table 5.—Gross and Net Corporate Debt, End of Calendar Year, 1945-50 

[Millions of dollars] 

End ot year 

1945 
1940 
1947 
1948 
1949 
1060 

1946 
1946 
1047 
1048 - -
1949 
1060 

All corporations 

Total Long-
term' 

Short-term' 

Total 
Notes 
ond 

accounts 
payable 

Other 

Railway corporations 

Total Long-
te rm ' 

Short-term' 

Total 
Notes 
and 

accounts 
payable 

Other 

Nonrailway corporations 

Total Long-
te rm ' 

Short-term' 

Total 
Notes 
and 

accounts 
payable 

Other 

Gross Corporate Debt 

99,523 
100,292 
128,167 
138,738 
136,474 
168, 800 

14,231 
16,754 
10,276 
20,076 
20,780 
23,922 

46,321 
43,435 
54,038 
62,808 
00,372 
69,916 

6,990 
7,092 
8,902 

10,322 
10,949 
11,741 

54,202 
00,857 
73,109 
75,930 
00,102 
88,945 

7,232 
8,602 

10, 373 
10,063 
9,837 

12,181 

26,718 
31,007 
37,670 
30,349 
35,033 
44, 505 

4,204 
5,250 
0,247 
0,635 
6,919 
7,394 

28,434 
29,190 
35,493 
30,531 
33,469 
44,440 

D 

2,903 
3,400 
4,120 
4,113 
3,918 
4,787 

15,411 
13,714 
14,173 
13,995 
13,710 
13,927 

11,874 
10,877 
11,109 
11,124 
11,244 
10,883 

upllcating Corporate 

1,485 
807 

1,490 
1,496 
1,480 
1,023 

1,090 
407 

1,172 
1,205 
1,224 
1,323 

3,537 
2,337 
3,004 
2,371 
2,466 
3,044 

Debt 

380 
340 
327 
291 
202 
295 

831 
700 
904 
372 
769 
913 

124 
111 
126 
121 
107 
127 

2,656 
2,033 
2,100 
1,999 
1,097 
2,131 

202 
229 
201 
170 
156 
108 

84,112 
95,573 

113,934 
124,743 
121,764 
144,933 

12,740 
14,947 
17,770 
19,479 
19,300 
22,299 

33,447 
37,568 
43,319 
51,034 
65,123 
69,032 

5,900 
6,625 
7,730 
9,117 
9,726 

10,413 

50,006 
68,020 
70,105 
73,069 
66,636 
36,901 

0,840 
8,322 

10,046 
10,362 
9,575 

11,836 

24,837 
30,368 
30,772 
38,477 
34,804 
43,592 

4,140 
6,145 
0,121 
0,414 
5,812 
7,267 

25,828 
27,162 
33,303 
34,582 
31,772 
42,309 

2,700 
3,177 
3,926 
3,948 
3,703 
4,019 

Net Corporate Debt 

85,292 
03,638 

108,882 
117,703 
114,083 
134,933 

33,322 
41,343 
40,080 
62, 480 
65, 423 
68,174 

40,970 
62,106 
02,790 
06.277 
69,266 
70,704 

21,464 
20,411 
31, 420 
32,814 
29,714 
37, 111 

25, 510 
26,784 
31,307 
32,403 
29, 551 
39, 653 

13,026 
12,907 
12,074 
12,499 
12,224 
12,304 

10,775 
10, 410 
9,997 
9.910 

10,020 
9,656 

3,151 
2,497 
2,077 
2,580 
2,204 
2,749 

757 
083 
778 
761 
002 
780 

2,394 
1,809 
1,809 
1,829 
1,542 
1,963 

71,306 
80,031 
06,208 

105,264 
102,464 
122,634 

27,647 
30,033 
36,039 
42,667 
45,403 
48,019 

43,819 
49,093 
60,119 
02,097 
67,061 
74,016 

20,097 
25,723 
30,661 
32,003 
20,052 
36,326 

23,122 
23,975 
29,408 
30,034 
28,000 
37,690 

I Long-term debt Is deflned as having an original maturity of 1 year or more from date of 
Issue; short-term debt as lioving an original maturity of loss than 1 year. 

Life insurance companies were the greatest single source of 
funds in 1950—expanding mortgage portfolios by $3 bUlion. 
Mutual and commercial banks together added $3.5 bUlion 
to their holdings, while savings and loan associations, the 
largest single holders of 1-4 family residential mortgages, 
increased their investments by $2.1 bUlion. 

Farm debt continues upward 
The postwar farm mortgage debt increase continued 

through 1950 at an accelerating pace; the 8 percent expansion 
during the year raised the total outstanding to $5.8 biUion. 
Factors in the farm mortgage market in 1950 were increased 
turnover (indicated by an upturn in the volume of farm 
sales and mortgage recordings) and higher prices for farm 
land. An important limitation in new debt formation is the 
strong income and liquid asset position of farmers—approxi­
mately 40 percent of farm sales in 1950 were on an all-cash 
basis. Forced mortgage liquidation by foreclosure or 
involuntary sales remained at a low level. 

A total of $6.1 bUlion in production loan credit was out­
standing against farmers at the close of 1950, reflecting a 

Sources: U. S. Treasury Department, Bureau of Internal Eevenue; Interstate Commerce 
Commission; U. S.SDopartment of Commerce, Ofllce of Business Economics. 

5 percent decline from the previous year. Excluding Com­
modity Credit Corporation loans and guarantees, the re­
mainder represents the credit extended to farmers and coop­
eratives by commercial banks and farm credit agencies. 
These outstandings advanced from $4K bUlion at the close 
of 1949 to over $5 bUlion in 1950, rising 16 percent. 

Commodity Credit Corporation loans and guarantees are 
not debt in the usual sense, since the loans are nonrecourse in 
form and arise in connection with price-support activity by 
the Government. Price-support loans outstanding dropped 
$1 bUlion durmg 1950, reflecting higher prices for farm 
products. 

The Bureau of Agricultural Economics estimates that farm 
consumer indebtedness totaled about $2}̂  bUlion at the close 
of 1950 (such credit is included in the consumer debt category 
in this study). Short-term debt for both consumption and 
production purposes climbed noticeably as farmers made 
larger use of credit in financing such working capital assets 
and durable goods as machinery and equipment, motor 
vehicles, buUding materials, livestock, and home furnishings 
and equipment. 
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Noncorporate commercial debt shows marked 
gain 

In the noncorporate, nonfarm sector, commercial debt 
rose 27 percent above the 1949 level in registering a $2 bUlion 
gain. This series (table 7) represents banlc commercial and 
industrial loans to noncorporate businesses, overdrafts, and 
loans to institutional borrowers. (Trade payables carried 
on the books of noncorporate business firms are not included 
because of the lack of basic data.) 

Generally speaking, noncorporate businesses use short-
term borrowings primarUy to finance working capital require­
ments. In this regard it is interesting to note that a $1.6 
bUlion debt addition was accompanied by a $2.7 bUlion ex­
pansion in inventory book value. Institutional borrowers 
(building and loan associations, credit unions, clubs, churches, 
etc.) also made sizable additions to their short-term debt 
in 1950. 

Security loans rise 
Loans to purchase or carry securities mounted rapidly dur 

ing 1950, reaching $4.2 bUlion at the end of the year (an in­
crease of 20 percent). This rise in security loans outstanding 
can be attributed to buoyant market conditions and the low 
margin requirements in force during most of 1949 and all of 
1950. WhUe the expansion during 1950 was quite rapid, 
the total at the end of the year was stiU only about half of 
the level reached in 1945. 

Loans by banlis on stock collateral and extension of credit 
by brokers and dealers are controlled by the Board of Gover­
nors of the Federal Eeserve System under regulations U 
and T. As part of a flexible credit control program, the 
Board of Governors raised margin requirements to 100 per­
cent in January 1946, in order to curb speculative activity in 

the face of postwar inflationary tendencies. In the ensuing 
year outstanding loans were cut in half. As inflationary 
pressures abated, margin requirements were dropped to 75 
percent in 1947 and lowered to 50 percent in 1949. Early 
this year and in line with a more stringent credit policy, the 
Board reimposed the 75 percent requirernent. 

Policy loans of life insurance companies increased during 
1950, bringing total loans at $2.4 billion up 24 percent from 
the $1.9 bUlion outstanding at the beginning of the postwar 
period. This expansion has been attributed to increased 
policy ownership and larger accumulated loan values, rather 
than to any significant increase in distress borrowing. Larger 
repayments of old loans have of course been an offsetting 
factor. New policy loans in 1950 totaling $518 mUlion 
were substantiaUy offset by repayments and maturity retire­
ments of $344 million. 

Consumer credit continues upward 
Expanding for the seventh successive year, consumer credit 

reached $20 bUlion in 1950, registering a 20 percent gain over 
the previous year. The $3^ billion added to consumer debt 
during 1950 was the largest absolutegain ever recorded. In-
staUment credit increased 24 percent during the year, whUe 
the remaining forms of consumer credit advanced 12 percent. 

Federal Eeserve Board control of consumer installment 
credit was reinitiated in September 1950 and stricter terms 
announced a month later (Eegulation W). The purpose of 
the regulation was to assist in the moderation of inflationary 
pressures and the proper aUocation of production in a mobUi-
zation period. In terms of abUity to pay, there is little 
doubt that consumers in the aggregate are well able to carry 
their current obligations. The present level of consumer 
credit outstanding is about one-tenth of disposable personal 

Table 6.—Nonfarm Mortgage Debt by Borrowing and Lending Groups, by Type of Property, End of Calendar Year, 1945-50 ' 

[Millions of dollars] 

End of year 

1945 
1940 
1947 
1943 
1949 
1050 -

Residential and commercial 

Total 

31,034 
37,074 
45,248 
52,419 
68,379 
03,518 

Corpo­
rate bor­
rowers ' 

3,830 
4,422 
6,135 
6,847 
0,515 
7,452 

Noncor­
porate 

borrow­
ers 

27,854 
33,552 
40,113 
46, 572 
61,864 
01,066 

1-4 family residential 

Total 

19,053 
24,452 
29,880 
36,131 
30,108 
46,041 

Savings 
and loan 
ossoclo-

tions 

5,370 
7,140 
8,856 

10,305 
11,010 
13,725 

Life in­
surance 
carriers 

2,253 
2,670 
3,459 
4,926 
5,070 
3,392 

Mutual 
savings 
banks 

1,894 
2,033 
2,237 
2,742 
3,190 
3,360 

Com­
mercial 
banks 

2,873 
4,673 
6,202 
7,380 
7,041 
9,404 

H.O.L.C. 

852 
030 
480 
369 
231 
10 

Indi­
viduals 

and 
otiiers 

6,400 
7,600 
8,550 
9,410 

10,160 
11,500 

Multlfamily residential and commercial 

Total 

12,031 
13,622 
15,368 
17,238 
10,271 
21,677 

Life in­
surance 
carriers 

3,602 
3,790 
4,321 
4,918 
6,798 
0,378 

Mutual 
savings 
banks 

2,300 
2,399 
2,601 
3,031 
3,473 
4,303 

Com­
mercial 
banks 

1,378 
1,900 
2,331 
2,039 
2,795 
3,231 

Indi­
viduals 

and 
others 

4,745 
e,373 
0,125 
0,700 
7,200 
7,600 

> Tho data represent mortgagp loans on commercial and residential property, and exclude 
real estate mortgage bonds. Multlfamily and commercial property mortgages owed by 
corporations and bold by othor nonflnancial corporations are also excluded. 

>Tho corporate mortgage dobt total Is included in tho total corporate long-term debt 
outstanding, table 6. 

Sources: Federal Savings and Loan Insurance Corporation; U. S. Department of Com­
merce, Ofllco of Business Economics. 

Table 7.—Individual and Noncorporate Debt, End of Calendar Year, 1945-50 

[Millions of dollars] 

End of year 

1045 
1940 
1947 
1948 
1949 
1960 

Farm and 
nonfarm 

total 

56,602 
01,995 
72,891 
84,841 
94,205 

109,941 

Farm 

Total farm 

7,172 
7,632 
3,428 

10,013 
11,850 
11,977 

Farm mort­
gage' 

4,682 
4,777 
4,882 
6,108 
6,407 
6,828 

Farm pro­
duction 
loans' 

2,490 
2,755 
3,640 
6,605 
6,449 
0,149 

Nonfarm 

Total non-
farm 

48,330 
54,403 
04,403 
74,228 
82,350 
97,964 

Nonfarm mortgage 

Total 

27,854 
33,552 
40,113 
40, 672 
61,304 
01,006 

1-4 family 

18,070 
23,229 
28,381 
33,374 
37,153 
44,594 

Multi-
family and 
commercial 

9,184 
10,323 
11,732 
13,103 
14,711 
10,472 

Other 

Total 

20,476 
20,911 
24,360 
27,666 
30, 480 
36,893 

Commer­
cial (non-

farm) 

4,437 
0,273 
7,003 
8,087 
7,032 
0,077 

Finonelal' 

10,412 
5,901 
4,885 
5,203 
6,045 
7,124 

Consumer 

6,027 
8,077 

11,802 
14,306 
16,800 
20,097 

' Includes regular mortgages, purohase-monoy mortgages, ond sales contracts. 
' Includes agricultural loans to farmers and farmers' cooperatives by institutional lenders; 

farmers' flnancial and consumer debt Is included under tho "nonfarm" categories. 
' Comprises [debt owed to banks for purchasing or carrying securities, customers' debt to 

brokers, and dobt owed to life Insurance companies by policyholders. 

Sources: U. S. Department of Agriculture, Bureau of Agricultural Economics; Board of 
Oovernors of tbo Federol Bcserve System; U. S. Dopartment of Commerce, Olflce of Business 
Economics. 
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income (personal income after income taxes and other pay­
ments to Government), and one-eighth of personal holdings 
of liquid assets. 

TECHNICAL NOTE 
Tho concepts employed in this study were fully discussed in tho article publislied in tho 

October 1060 issue of tho Survey, page 13. The adjustments for duplication aro self-explan­
atory in tables 3 and 4; duplicating corporate debt (table 5) is conflned to debt owed to other 
mombors of an afflliatcd system. The reader is also referred to tho samo sourco for estimates 
for years prior to 1945. 

Estimates for 1946 through 1949 os published in the October 1950 issue havo been revised in 
tho present article because of revisions ta tho Federal Savings and Loan Insurance Corpora­
tion series for mortgage dobt on 1-4 family nonfarm homes and ta tho Federal Eeservo Board 
series for consumer credit outstandtog. Neither of theso rovisions, which run back to 1929 ta 
each instance, havo been incorporated ta tho presont series prior to tbo year 1946. Ia the case 
of the F. S. L. I. C. revision, the effect upon the dobt component's ta tables 1 and 2 is negligible; 
in the case of tho F. E. B. revision, only a matter of classiflcation in tablo 7 Is Involved (stagle-
payment loans ot over $3,000 by commercial banks havo been excluded from consumer credit 
and added to untacorporated financial and commercial dobt). Other revisions for recent 
years have resulted from the tacorporation of additional basic data. 

The Business Si tuat ion 
{Continued from p. IS) 

overall deficit of the E E P countries with the United States 
from rising as fast as the increased requirements would 
otherwise suggest. 

A geographic breakdo^vn of these developments discloses 
that while a large part of the additional dollar requu-ements 
are originating in the United Kingdom, the increased dollar 
expenditures by the United States are more likely to benefit 
the European continent. 

Government aid to Europe, other than mUitary, increased 
slightly from the preceding quarter. The second quarter 
disbursements of $600 million were at a considerably higher 
rate, however, than the amounts likely to be disbursed 
during the cun-ent year from unexpended (but allocated) 
funds from previous years' appropriations and the new appro­
priations authorized by the House and Senate. Conse­
quently, the aid disbursements are likely to decline soon 
below the second quarter rate of the deficit on goods and 
services other than mUitary of nearly $2 biUion. 

Thus, new adjustments in the transactions between Europe 
and the United States Avill be requu-ed as economic aid is 
reduced, and alternative means of securing goods are 
developed. 

Increased outflow of capital finances 
Canadian deficit 

The rising surplus on goods and services with Canada was 
financed largely by an increased outflow of private United 
States capital. Most of this increase consisted of loans and 
was induced by credit restrictions and the resulting rising 
interest rates in Canada, Mdiich led borrowers in that country 
to look to the United States for funds. Since these credit 
restrictions can also be expected to reduce the demand for 
imports from the United States, the Canadian deficit can be 
expected to decline and the form of financing which was 
available during the second quarter may not have to be 
relied upon in the future. 

Large military purchases by Canada in the United States, 
unless they are oft'set by similar purchases by the United 
States in Canada, may prevent this favorable development. 

Latin American deficit less basic 

The Latin American deficit, aside from that part which is 
caused by the lower imports of cofl'ee during the second 
quarter, does not appear to be so basic as that of Europe. 
Latin America has been a major beneficiary of the large rise 
in domand for, and prices of, raw materials and foodstufl's 
in the past year, and even the price declines during the last 
months are unlikely to affect the total dollar earnings of these 
countries. The rise in United States exports, particularly 
to countries which recently relaxed exchange restrictions, 
may continue so long as the goods are available here or untU 
such higher exports again induce exchange stringencies. I t 
is not impossible, however, that even in some of these coun­
tries inventories of imported goods wiU accumulate before a 

tightening of exchange restrictions becomes necessary, thus 
inducing a "normal," or market, decline in the demand for 
imports from the United States. 

Sterling area may have small deficit 
I t appears that all the e.xpected changes in exports, im­

ports and Government aid wUl result in a decline of the 
surplus on goods, services, and unilateral transfers of the 
sterling area with the United States, which amounted to $1 
billion at an annual rate during the first half of 1951, or may 
even create a small deficit. Additional doUar requirements 
arising from purchases in Canada, Cuba, and other dollar 
countries and from purchases of oil produced abroad by 
American companies wiU accentuate these changes in the 
dollar account of the sterling areas. 

As in the previous experiences with rising disequUibrium in 
the dollar transactions of the sterling area, the Icaown trans­
actions directly with the United States do not altogether 
explain the intensity of the development. Quite regularly 
at such occasions the unaccounted-for payments by the 
sterling area rise rapidly. From the first to the second 
quarter of 1951, these transactions by the sterling area rose 
from net dollar receipts of about $156 mUlion to net payments 
of $223 miUion. This compares with a net increase in the 
errors and omissions in the United States balance of payments 
with aU countries by only $60 million. A large part of this 
shift in the unexplained transactions of the sterling area may 
be due to the decline in United States purchases of wool, 
rubber, and tin from the first to the second quarter, which are 
not reflected in the actual import figures since the latter lag 
several months behind the purchases. 

Another part may reflect hidden capital movements, al­
though there do not appear to have been any particular 
reasons during that period for major shifts of capital to the 
United States. 

More likely, however, are increased dollar payments 
against sterling to other countries which—as happened in 
1947—required increased dollar resources to facilitate larger 
purchases in this country as long as the opportunity for such 
purchases was favorable. If this is the case, it would indi­
cate again the sensitivity of the British dollar reserves to 
developments of the balance of payments in the rest of the 
world—not only the sterling area—resulting from the large 
liquid sterling assets held by countries outside the sterling 
area as monetary reserves and commercial working balances. 

Unlike in 1947 and 1949, when the change in the balance 
of payments of the sterling area with the United States 
reflected a substantial increase in the deficit of the sterling 
area, the change is now from a large surplus to a position 
not far from balance. Furthermore, rising supply stringen­
cies in the United States may again reduce exports to the 
sterling area countries and curtail the demand for dollars 
by other countries. In fact, the continued high imports by 
the United States coupled -with a rising scarcity of goods 
available for commercial exports may create in the not too 
far distant future a new surplus in the balance of payments of 
foreign countries with the United States, enabling them again 
to build up their gold and dollar reserves. 


